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TRADE AND INVESTMENT POLICY COORDINATION 
 
1. INTERNATIONAL TRADE IN SRI LANKA 
 

Sri Lanka followed a restrictive trade policy regime until 1977; since then, 
consecutive governments have introduced drastic changes of the trade policy on the path of 
liberalization.  Sri Lanka’s trade policy objectives moved towards more outward oriented 
trade regime and improving market access for its exports.  The following chart illustrates the 
pattern of total trade for the past 10 years (imports and exports).   
 

It may be seen 
that the international 
trade flow has steadily 
increased from a little 
over US$10 billion in 
1996 to approximately 
US$17 billion in 2006.  
In addition, both 
imports and exports 
have shown the same 
trend as a result of 
liberalization of trade 
policy.    Sri Lanka’s 
exports are largely 
comprised of garments, 
tea, rubber products, precious stones, and spices.  Sri Lanka’s imports are largely comprised 
of petroleum products, machinery, textile products and agricultural products.  Total trade 
accounted for more than 60% of GDP in 2006. 
 
Measures taken to liberalize and facilitate trade 
 

- Removal of exchange control restrictions 
- Import control licensing 
- Simplification of customs procedures 
- Accepting declared valuation 
- Reduction of duties and expanding bank facilities 
- Consistent and transparent customs tariff structure 
- Liberalization of trade under bilateral agreements 

 
 



Invesmtent flows over the past 10 years
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2. FOREIGN INVESTMENT IN SRI LANKA 
 

As seen in the following chart, Foreign Direct Investment (FDI) has shown a slow 
growth with exceptions in 2006 and 1997. The most popular sectors for foreign investment 
over the ten-year period were services, textiles, chemicals, food & beverages, and 
manufacturing products. 
 
 
 
 

Sri Lanka’s 
investment policy 
has been liberalized 
and foreign and 
local investors are 
treated equally, 
other than in a few 
exceptional areas. 
In fact, local 
manufactures are 
frequently accusing 
the government of 
granting more 
concessions to 
foreign investors. 

NB: Figures for outward flow in 2006 are unknown at present 
 

Sri Lanka’s investment policy is geared to promote investment with the object of 
diversifying foreign exchange sources and increasing exports, and to promote Sri Lanka as a 
regional hub and provider of international financial services.  Foreign ownership is welcome 
in almost all sectors of the economy, except a few regulated areas. Investors are permitted to 
repatriate 100% their profits and exempted from most of the exchange control regulations. 
They can also enjoy preferential tax benefits and constitutional guarantees on their 
investment. 
 
Foreign Direct Investment     2003- 2006   - by Sector Values in (US $ Mn.) 
 

  2003 2004 2005 2006 
Sector         

1. Food Beverages & Tobacco 10.39 23.01 29.38 34.10 
2. Textile, Wearing Apparel & Leather 22.10 26.82 47.28 103.48 
3. Wood & Wood Products 6.35 0.35 0.92 4.39 
4. Paper & Paper Prod., Printing & Publishing 0.79 0.09 8.16 0.76 
5. Chemicals, Petroleum, Coal, Rubber & 
Plastics 14.80 8.85 20.14 43.15 
6. Non-Metallic Mineral Products 8.63 51.74 5.90 5.27 
7. Fabricated Metal, Machinery & Transport  10.51 3.6 15.34 14.08 
8. Manufactured Products (N.E.S.) 6.89 8.14 8.22 29.54 
9. Agriculture     0.47 0.67 
10. Services/ Infrastrure  130.14 111.68 151.41 368.24 



T O T A L 210.59 234.28 287.20 603.68 

Source: Monitoring Dept.-BOI     
Compiled by : Statistical Unit/Research Dept._BOI    
        

 
 
3. TRADE AND INVESTMENT POLICY EVALUATION AT NATIONAL LEVEL 
 

The main bodies responsible for coordination of trade and investment policy issues 
are the Department of Commerce and the Board of Investment of Sri Lanka.  These two 
institutions are always called for discussions, when policy decisions are taken by the other 
institutions, such as the Ministry of Finance, National Council for Economic Development, 
which are at higher levels.  Any institution formulating trade or investment policy measures, 
also usually conducts a series of discussions with all line Ministries, government institutions 
and wherever possible private sector , through industry associations and/or with trade 
Chambers.  Sometimes, companies participate at those discussions directly by themselves 
when they are major stakeholders.  The private sector therefore takes part in the process of 
policy formulation in trade and investment.  As a result of the close cooperation at 
government and private sector levels, there are rarely clashes between trade and investment 
policy sectors.   
 

However, occasionally, conflicts have arisen with government agencies not directly 
involved in the formulation of national economic policies, e.g. certain policies based on 
health, labour, environment, and the requirements of local authorities. 
 

It is difficult to create an organization chart as we have to work with a large number 
of Ministries and local government authorities.  All such institutions can take an active role in 
policy formulation from time to time, depending on the issues. 
 
 
4. TRADE AND INVESTMENT POLICY COORDINATION – BILATERAL, 
REGIONAL, AND MULTILATERAL 
 

Sri Lanka trade and investment policies recognized the importance of regional, 
bilateral and multilateral agreements that can reduce barriers to trade and investment. 
 

The negotiation process of those agreements is based on numerous consultations with 
line Ministries and the government, taking adequate measures to obtain the consensus of the 
line Ministries before and during negotiations. 
 

Thus we believe that Sri Lanka has a lower incidence of disputes at implementation 
level.  Comparatively, we are satisfied with the result we have achieved due to coordination 
in Sri Lanka with government agencies and the private sector. 
 

Although Sri Lanka is keen on regionalism, it has always urged and adhered to a 
liberalized multilateral trading system that supports the need of developing countries. 
 
 
5. CONCLUSION 
 



In Sri Lanka, liberalization of trade policies was introduced in 1977 together with a 
strong campaign for foreign direct investment.  Therefore, the policies on investment too 
were brought in to compliment the trade policy to expand trade.   So that from the inception 
the two sectors coordinated their activities to avoid any clash. 
 
The latest development is that Sri Lanka expects foreign investment to take its benefits to the 
district levels, and organized their direct participation.  In general, the entire government 
mechanism is geared to facilitate trade and investment to profit from increasing employment 
opportunities and raising living standards of its citizens, even in the rural areas. 


